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THE AVIATION CORPORATION 
927 Market Street 
Wilmington, Delaware 


March 30, 1937. 


To the Stockholders of 

THE AVIATION CORPORATION: 

The consolidated balance sheet and consolidated profit and loss statement of The Aviation Corpora* 
tion and subsidiary companies for the fiscal period ended November 30, 1936, are submitted herewith. 

Heretofore the Company has submitted its annual financial statements on a calendar*year basis. 
The manufacturing subsidiaries and interests acquired by the company in 1934, however, have oper* 
ated on a fiscahyear basis ending each November 30, and it has been considered advisable to change the 
fiscal year of the parent company to agree with the fiscal year of its subsidiaries, as November 30 con* 
forms more closely to the end of the natural business year for the company's aviation manufacturing 
activities than the end of the calendar year. This change has been effected by an amendment to the By* 
Laws, and has been approved by the U. S. Treasury Department for tax purposes. 

The consolidated net profit for the eleven months ended November 30, 1936 amounted to 
$104,015.85 after provision for depreciation, taxes, and all other charges, compared with a loss of 
$432,421.68 for the previous year ended December 31, 1935. Net sales of manufactured products 
for the eleven*months' period ended November 30, 1936 amounted to $3,511,303.20, compared with 
$1,782,372.65 for the previous twelve*months' period ended December 31, 1935. Since November 
30, 1936 to date, deliveries, together with unfilled orders on hand for Lycoming aircraft engines, 
propellers, Stinson and Vultee airplanes, total to approximately $4,850,000, which is an increase of 
approximately thirty*eight per cent over sales for the entire eleven*months' period ended November 
30, 1936. 

During recent months several of the company's important development programs have come to 
a conclusion, and the completed articles have been tested. These products include several versions of 
the original Vultee V*ll military bomber, redesigned to meet the particular needs of certain military 
services; three new aircraft engines, both for military and commercial purposes, ranging from 250 h.p. 
to 1000 h.p.; three new Stinson airplane models for the 1937 line. The present bookings on hand in* 
elude substantial orders from the U. S. Army and Navy, several prominent foreign governments, air 
transport operators, and commercial and private owners throughout the world. 

The gratifying increase in sales represents a partial realization of the benefits resulting from the 
aggressive experimental and development program undertaken in 1935 and continued throughout 
1936 amounting to approximately $500,000. 

During the year the company completed negotiations with American Airlines, Inc. for the re* 
funding of American Airlines, Inc. indebtedness to it. This resulted in the company receiving 
$3,650,000 American Airlines, Inc. 5 year 4 } /z% debentures, of which $2,777,812.50 are convertible 
into stock of American Airlines, Inc. at $12.50 per share ($363,750.00 reserved for sale exclusively 
to American Airlines officers and employees), and $872,187.50 non*convertible debentures. For pur* 
poses of valuation conversion privileges at March 29, 1937, would indicate a profit to your com* 
pany of $2,945,156.25. 

The company's balance sheet discloses a valuation of $726,236.00 under “Investment in Other 
Aeronautical Securities." At March 29, 1937, these securities had a combined market value of 
$4,853,698.38. 






Your directors, at the annual meeting, will recommend to the stockholders, among other things, the 
plan set forth in the following paragraphs, which may make possible the early payment of a dividend 
derived from the proceeds of the sale of certain segregated securities. 

The accompanying balance sheet of November 30, 1936 reflects an item entitled "Investments in 
other Securities and Proceeds from the Sale thereof, Segregated in Compliance with the Air-Mail 
Act of 1934,” in the total amount of $370,962.42. As will be noted from said balance sheet, 4,632 
shares of stock of Transcontinental & Western Air, Inc. are included among the securities segregated. 
In December, 1936, Transcontinental & Western Air, Inc. issued rights to its stockholders of record for 
the purchase of additional shares of stock of that company at $12 per share, as a result of which rights 
to purchase 1,544 additional shares of said stock were received and exercised subsequent to November 
30, 1936, and these 1,544 additional shares are not reflected in the accompanying balance sheet. These 
rights were received and exercised and the additional shares of stock were purchased in the names of 
the Trustees, under Declaration of Trust dated December 31, 1934, in whose names the original 4,632 
shares of said stock of Transcontinental 6? Western Air, Inc. were registered in accordance with the 
plan of segregating these securities, in compliance with the Air'Mail Act of 1934. 

This matter has been the subject of recommendations, considerations, and actions by the di' 
rectors and stockholders in previous reports to stockholders and at previous annual meetings of stock' 
holders. At the last annual meeting of stockholders, held in April, 1936, certain action previously taken 
by the stockholders relative to this subject was rescinded, and in lieu thereof the stockholders author' 
ized and approved of a proposal which, among other things, provided for the sale by the Trustees of 
the stocks of North American Aviation, Inc. and Transcontinental & Western Air, Inc. held in their 
names, the net proceeds therefrom to be paid over to The Aviation Corporation, instead of distribut' 
ing same to the stockholders of the corporation as had previously been authorized. Pursuant to said 
authorization the Trustees have already sold 32,900 shares of said North American Aviation, Inc. stock, 
and propose, when market conditions permit, to dispose of the balance of same, as well as the 4,632 
shares of stock of Transcontinental & Western Air, Inc. originally received in their names, together with 
the additional 1,544 shares of said stock which were purchased in their names in exercising the afore' 
mentioned rights. 

The Board of Directors of the corporation are now of the opinion that inasmuch as a portion of said 
North American Aviation, Inc. stock has already been sold at a profit, and as it is probable that the bah 
ance of said stock and the stock of Transcontinental & Western Air, Inc. can likewise be disposed of 
for an amount in excess of the cost of same, the corporation, instead of returning the net proceeds 
from the sale of these segregated stocks to its treasury, should cause the same to be distributed to its 
stockholders in the form of a dividend, which it is believed will have the effect of reducing the tax 
liability for this corporation for the current year. The directors have, accordingly, recommended fur' 
ther action to be taken by the stockholders at the annual meeting to be held on April 20, 1937, concern' 
ing this matter, as set forth in the notice of meeting. 

The management wishes to extend its sincere thanks and appreciation to all of its employees and 
commend them for their fine loyalty and able efforts which to such a large extent have made possible a 
reversal in the trend of company operations over prior years. It also wishes to extend its sincere 
thanks to all of its stockholders a great many of whom have personally undertaken the direction of 
business to the company by recommending its products. 


Very truly yours, 

L. B. MANNING, President. 






THE AVIATION CORPORATION 

CONSOLIDATED BALANCE SHEET 


ASSETS 

CURRENT ASSETS: 

Cash on hand and in banks 

United States Government bonds, at cost 

Marketable securities, at cost (market value, November 30, 1936, $120,200) 

Notes and accounts receivable, less reserve 
Indebtedness of officers and employes 
Accrued interest and dividends receivable 

Inventories certified by the management as to quantities and condition and valued 
at cost, less reserve 


$2,315,221.27 

25,200.00 

92,161.25 

394,643.26 

5,786.93 

76,743.58 

1,292,630.74 


Total current assets $ 4,202,387.03 

INVESTMENTS: 

American Airlines, Inc.—$3,650,000 principal amount Five year 4j /fle 
debentures, due July 1, 1941, at cost—Convertible into shares of 
common stock of American Airlines, Inc. at the basic conversion 
price of $12.50 per share: 

Held for investment $2,414,062.50 

Reserved for sale to employes, officers and directors of American 

Airlines, Inc. at par 363,750.00 

- $2,777,812.50 

Nonconvertible—held for investment 872,187.50 


$3,650,000.00 

Other Aeronautical securities at fair values determined by directors at December 

31, 1932 (market value, November 30, 1936, $4,285,400) 726,236.00 

Miscellaneous, at cost (unlisted securities) 303,334.10 


INVESTMENTS IN OTHER SECURITIES AND PROCEEDS FROM THE SALE 
THEREOF SEGREGATED IN COMPLIANCE WITH THE AIR MAIL ACT OF 
1934: 

25,000 shares of capital stock of North American Aviation, Inc. (market value, 

November 30, 1936—$271,875) (after deducting 32,900 shares sold during 
the year) 

4,632 shares of capital stock of Transcontinental 6? Western Air, Inc. (market 
value, November 30, 1936—$83,376) 

At fair value determined by directors at December 31, 1932 $ 57,551.75 

Amount due from brokers representing proceeds of sale of 32,900 shares of 
capital stock of North American Aviation, Inc. for which delivery of stock had 
not been made at November 30, 1936 313,410.67 


LAND, BUILDINGS, MACHINERY AND OTHER EQUIPMENT—AT COST 
Less: Reserve for depreciation 


$1,342,454.02 

376,890.18 


IDLE PROPERTY AND EQUIPMENT, AT VALUES DETERMINED BY DIREC* 

TORS AT DECEMBER 31, 1932 $ 587,960.53 

Less: Reserve for depreciation 239,174.12 


4,679,570.10 


370,962.42 


965,563.84 


348,786.41 

30,756.07 

657,380.32 


$11,255,406.19 


DEFERRED CHARGES 

DEVELOPMENT EXPENSES, PATENTS, ETC. 

























AND SUBSIDIARY COMPANIES 


- NOVEMBER 30, 1936 

CURRENT LIABILITIES: 

Accounts payable 
Accrued expenses 

Provision for state and federal taxes 
Customers’ advance deposits 

PURCHASE MONEY OBLIGATIONS 


LIABILITIES 


RESERVE AGAINST PROPERTIES. LEASES AND CONTINGENCIES 


CAPITAL STOCK AND SURPLUS: 

Capital stock— 

Authorized—5,000,000 shares, par value $3 per share 

Issued—2,831,041 shares $8,493,123.00 

Less: 53,291 shares in treasury 159,873.00 

Outstanding in the hands of the public—2,777,750 shares 
Paid'in surplus 

Earned surplus (deficit) subsequent to December 31, 1932 (as per 
statement attached) 

CONTINGENT LIABILITIES: 

Notes receivable of subsidiary discounted $ 133,668.07 


$ 172,592.94 
87,082.55 
34,815.69 
81,469.26 


$ 375,960.44 

42,600.00 

330,151.44 


$8,333,250.00 

4,139,883.97 

1,966,439.66* 

- 10,506,694.31 


(Options on stock exercisable prior to January 1, 
1,273,166 at $20 per share) 


1937 are outstanding as follows— 


♦Red 


$11,255,406.19 


To the Board of Directors, 

The Aviation Corporation. 

We have made an examination of the consolidated balance sheet of The Aviation Corporation and its subsidiaries as at November 
30, 1936 and of the consolidated statement of profit and loss for the eleven months ended November 30, 1936. In connection therewith 
we examined or tested accounting records of the companies and other supporting evidence, and obtained information and explanations 
from officers and employes of the companies; we also made a general review of the accounting methods and of the operating and 
income accounts for the period, but we did not make a detailed audit of the transactions. 

Charges amounting to $324,816.26 applicable to prior years have been properly made during the year against the reserve for prop¬ 
erties, leases and contingencies which was provided at December 31, 1932. 

In our opinion, based on such examination, the accompanying consolidated balance sheet and related consolidated statement of 
profit and loss fairly present, in accordance with accepted principles of accounting consistently maintained by the companies, their con¬ 
solidated position at November 30, 1936 and the results of consolidated operations for the eleven months ended that date. 


Chicago, Illinois, 
March 5, 1937. 


ARTHUR YOUNG & CO. 
Certified Public Accountants. 
















THE AVIATION CORPORATION 
and Subsidiary Companies 

CONSOLIDATED STATEMENT OF PROFIT AND LOSS 

FOR THE ELEVEN MONTHS ENDED NOVEMBER 30, 1936 

Net sales of manufactured products 
Other operating income (net) 


Cost of sales 


Gross profit from manufactured products 
Other income: 

Interest $140,651.61 

Dividends 73,947.00 

Rents, etc. 38,453.17 

Profit on sale of securities including $66,513.57 realization of deferred profit on prior 

year sale 349,833.16 


Expenses: 

Selling, advertising, etc. $158,565.45 

General and administrative 352,219.79 

Engineering, experimental and amortization of development 337,273.38 

State, local and federal taxes other than income tax 58,312.37 


Net profit from liquidation of surplus property and equipment 

Net profit before provision for depreciation and federal income taxes 

Provision for depreciation 

Net profit before provision for federal income taxes 
Federal income taxes: 

Normal tax $ 427.58 

Surtax on undistributed profits 8,540.40 


Net profit 


STATEMENT OF EARNED SURPLUS (DEFICIT) 

SUBSEQUENT TO DECEMBER 31, 1932 
NOVEMBER 30, 1936 
BALANCE, DECEMBER 31, 1935 (DEFICIT) 

Add: 

Write-off of development expense of subsidiary company dissolved during year $ 90,877.00 

Less: Sundry adjustments of subsidiary companies applicable to prior years 55,904.15 


Net profit for eleven months ended November 30, 1936 
BALANCE, NOVEMBER 30, 1936 (DEFICIT) 


$3,511,303.20 

4,809.82 

$3,516,113.02 

2,995,295.07 


$ 520,817.95 


602,884.94 


$1,123,702.89 


906,370.99 


$ 217,331.90 
6,121.71 

$ 223,453.61 

110,469.78 

$ 112,983.83 


8,967.98 


$ 104,015.85 


$2,035,482.66 


34,972.85 


$2,070,455.51 

104,015.85 


$1,966,439.66 
























THE AVIATION CORPORATION 
and Subsidiary Companies 


INVESTMENT IN AERONAUTICAL SECURITIES 

NOVEMBER 30, 1936 



Number 

of 

Par 

At fair value 
determined by 
directors at 

Quoted 
market value 

Description 

shares 

value 

Dec. 31, 1932 

Nov. 30, 1936 

Listed on stock exchanges: 

Bendix Aviation Corporation, common stock 

500 

$ 5.00 

$ 5,000.00 

$ 14,375.00 

Pan American Airways Corporation, common stock 

67,597 

10.00 

691,235.00 

4,055,820.00 

Roosevelt Field, Inc., capital stock 

60,000 

5.00 

30,000.00 

195,000.00 

Not listed on stock exchanges: 

Canadian Airways, Ltd., capital stock 

2,245 

No par 
value 

1.00 

$726,236.00 

20,205.00 

$4,285,400.00 


MARKETABLE SECURITIES 


Description 

Number 

of 

shares 

Tar 

value 

Cost 

Quoted 
market value 
Nov. 30. 1936 

Listed on stock exchanges: 

Paramount Pictures, Inc., first preferred stock 6% cumulative 
convertible 

Standard Oil Company of California, capital stock 

Standard Oil Company of Indiana, capital stock 

Standard Oil Company of New Jersey, capital stock 

300 

500 

500 

500 

$100.00 
No par 
value 
25.00 
25.00 

$ 24,930.00 

20,950.00 

18,506.25 

27,775.00 

$ 46,200.00 

19,250.00 

21.812.50 

32.937.50 




$ 92,161.25 

$ 120,200.00 


DIRECTORS 

C. Coburn Darling 
Harold Kondolf 
L. B. Manning 
Don P. Smith 


Providence, R. I. 
Chicago, Illinois 
Chicago, Illinois 
Los Angeles, Calif. 


OFFICERS 


L. B. Manning Chairman and President 

Harold Kondolf Vice President and Secretary 
V. C. Schorlemmer Assistant Secretary and Assistant 
Treasurer 


Transfer Office: The Aviation Corporation, Room 1936, 40 Wall 
Street, New York, N. Y. 

Registrar: The Commercial National Bank and Trust Company 
of New York, 56 Wall Street, New York, N. Y. 
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